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Office of j’eports arnFUSIrinat es 
vh'ern kronen ' 


cttrd lai^Dor 


'T\: jv 


1 , Retail - '-rice cuts -ill help noli if y orpaniacd labor 


The "30 eat 


ovwm .nf o:\ or arbitrarily lower in;; by 
the ret--.il »>«> : it margins on utility clothing, footwear 
1 hous ^iold 


has beer- vehemently protested by the 
those associations nei > not consulted in ad- 


o’ ernuent lias ienied any political motivation 


retail 
vane-. 

or -necial tr*rte union pressure fo.- the. net: sure ; nevertheless, 
i !s tininr "ust before the anninl conference, of the Trades 
’a ion Conference will mice it jusier for the TUG loaders to 
win surmort for the Government* s econoi :i *, poliy, including 
at " '* :, -tIic-line position or. -ayes, which rill be a major 
’ earivd'Ile the trade associations ar^ue in -protest 


jits hold. 


l p sue 


that the proposed - r d r cuts (one .shill in-: in the noxw d ) will 
entirely remove their ore fit wswyyn, rill ha ,r e the effect of 
increasing export -nr ices, ami ?.-iy lead to so ne unemployment. 
The cuts are expected to stand, h iwever, and night "ore-* in- 
ti vc trades. They re dice 


creased ef iciency on the dislr 
the. cost o' 1 ’ livln index b 1r los 


: *han 1 , hut 


e via one ft of 


c;ho Uovcrr.nont 1 s concern for the forking classes thoy hav* 
important "sychalogicaL value in connection with trace nni-.-n 
discontents. 


UK still interested in rag: oral organisation to main* 
tain UPlsih .r^blTrEy 


The course of 
enforced a r 'ause- 


h-storn events during recent months 
naly a cause — in British efforts 


;a and other 

'fA O f* 

+ 1 *■ O U 


■ar 
•but 

to foster an or - animation of do; monuealth conn trio, 
states inters; ted in r.aintainirg the lability of South 
Asia against Cornunist ’ 

Commonwealth Urine ‘ini: 

Bevin raised the question of a "regional association” of this 
sort within the Commonweal M; some advance toward it was made 
at the Anril conference of Com. .oawewlth Prime Ministers when. 
India, the obvious keystone of any such edifice, agreed to re- 
main in the Comnom/ealthj and >ractiea] progress mas made mean- 
while through joint action by the I’K, India, Pakistan and Ceylon 
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in dealing with the nr obi on of the Burmese civil war. At one 
point in the spring it locked as if the Burma Aid Committee, 
consisting’ of the Rangoon Ambassadors of these four Common- 
wealth countries, might eventually become the main medium for 
the on or at ion of British policy in Burma* 


Since then circumstances in Burma have changed* Reeling 
itself in a stronger position against rebel elements, the Burmese 
Government has become less interested in obtaining loans and 
armaments — on terms — from the Burma Aid Committee, which has 
accordingly sue r, ended major operations but not dissolved. 
Simultaneously, the Government has displayed a "reference for 
coaling directly with the UK in London, sending Defense I'inister 


"’.'in 


diere in mid-July and foreign Minister E 'hung on another 


visit last week. Details of the loan just agreed unon by -Taung 
and the UK Government will, however, be arranged by the Burma 
Aid Committee in, Rangoon and the committee will become evsn 


' ore f’ctive when and 
d i H. cu 1 1 ies. ITo thin 
of Burmese rice 


n *' 
1 X 


ha 


red 


the four 


the Burmese Government runs into further 
changed the two basic conditions — . 
fear of Burmese Communism — which caused 
Governments concerned to set un the Burma Aid Committee. 


mid 


In Asia generally, circumstances 


mtlous recently for 


have also been unpro- 


'■regress 


toward Devin’s "regional association" 


or 


extension thereof. Any a soc lotion * ith the Chlang~wiiiri.no 


to no sal; 


for 


'acific Mint would, of course, 


no r 


UK 


warded by 


somethin/" resembling the kiss of death; but in any case 
the situations in Indonesia and in Indochina need further clari- 
fication before either of those countries themselves would be 
ready for inclusion in an anti-Gorr.unist front or India would be 


likely to 


loo: 


..ith favor on such a destern-oriented or.- -ani- 


mation. ! 'aung s 
did not believe 
Recent events In 


bated on bchal f of Burma last woe': that he 
such a pact possible within the next year. 
China, however, have accort.uat.nd the basic 


conditions such an organisation would b formed to meet; and 
British policy-makers have given no indication of revising 


their belief 
countries of 


that some move to bring to; ’other the non-Cor.* unist 
South East Asia will eventually be necessary. 


US-tJ K ten sion on Palestine ending 


US-UK relations, though facing some strain as a conse- 
quence of Britain’s financial crisis, are currently relieved 
of the tension resulting from the Palestine situation. The 
US and the UK are no longer far apart regarding a solution of 
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the remainin'- problems. V.ith the lift inf of the arms ^ embargo 
the I'K is again in possession o" a free hana in relation to 
1 iiosc Arab states with whom it has treaty corn! tnents. Although 
the British have stated that anas will only be supplied lor 
internal security use, the lifting of the embargo rill place 
then in a better position for encouraging the Arab states to 
ado "t a less openly hostile attitude. 

The British have *: orkecl cut what they consider to be 
;.i <-,ati s-*;,!*tory solution to the 'alestinc Problem. ihe main ^ 
points of that settle. lent include Arao acceptance of the Israeli 


cop opal concerning the • aza strip and is r * I u . ees , provision 
for the use of the port of Haifa by all the Arab states, re- 
opening the Haifa refinery, international supervision of Jeru- 
salem, "and incorporation of Arab Palestine into Jordan. The 
British would like to see Israel permit the refugees now living 
Li the Gaza strip to return to any part of Israel where they^ 
bad property o r other special interests • In return that str^P 
of territory would be incorporated into Israel ^ provided that 
territorial*’ compensation is made to the Arabs if demanded. 

BUould this compensation take the form oi cession of any part 
of the I’epev, Israel v:ould be assured free access to the Red Rea, 

Tho IIS is in substantial agreement wi Hi the above and 
believes that such a solution -light serve as a basis "or in- 
formal discussion at Lausanne. Ho- ever, the Department of Stake 
hs made clear that it has not accepted any of these points as 
a rigid Policy to bo acU icr c e. to ouring the RGB a ego t i t i une * 
Agreement can moan the exertion o : more elective diplomatic 


the Arab stater to accept this 


:ind of 


re: sure on Israel ana , 

solution, u:t it cannot rv.arwntee that the settlement mi 11 be 
n.l on these lines or that subsequent dovelopn mts in Arab- 
Israeli relations nay not cause a new divergence of US-IVI views. 
Viewed in the ners"«ctive of an. lo- American relations, the in- 
•'ortnnee o p the present accord lies In the fact that these two 
countries ‘seen no longer to have any major. divergences ^of approach 
toward the type of nettle; tent they would li.ee to see adopted. 

4. ’’ending retirement of .th e Chief o f ’ the British Air Staff— 


1.03 


Tedder’s retirement as fhief of the Air 5>ta1 


on 


1 January, at tin 
•ont iron 


age oJ 
life. 


.nil probably not moan his rctire- 
"hcre is reason to believe 4 hat ho will 

' * ml 




ruuu Jui. VU .i “ „ , , *j py. * _ 

,pnV nnf obtain public en-\L orient in another capacity. ..he im- 
portant implications of his uorarture rom tne Air -ta 


however. 
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»r»e that the Cabinet v.i.ll have a new adviser on air war, -.he 
'duel's of Staff Committee (US equivalent: JCSJ will have^ a 
. ' j air timber and. s new ca.airi'i.ari""‘“ihG >' i psc sea nord taKin^ 
Isa chair — mid the ".estem Union, Uni els o ijfa.il alii nave 
- iion British representative. Tedder’s replacement i:; to be 
o r Chief r.arshal Sir John Slcssor, n/;e S2 ? at present oon- ^ 
iuindant of the Inner iai Defense- foil ere. Slessor is rcyarueo. 
is both able arid personable, i’e will probably not rush any 
•rood policy changes, but there is so-ie question v.het.ier **.e 
1X1 be quite as dohciiirtory tcr-ard 4 he other _ services as 
i 1 rj (j_d qx> p Vuli o s o c p i t i o 3 1 i‘i v 0 0 *,t L X 0 d I t in too coho 1 1 i tit 0 ry , c. L d 


: ' O O (i 


>c-.le for air-eower. 


’'T'^TOtr 


Tv Oden 


Sretii eh trade under I Ui 3 ■■ >• ian credit anr n one nt 


That Sweden is v -r-e r, areu to increase its tra- .o_ with 
Eastern Europe can be interpreted iron recently concluded, 
a: -r cements between a Co vie t ' in- cur. siny oo’Tiission anu^various ^ 
sL-uill best coast shipyards fer uel 3 very to the 1SSR oi xisnin^ 
boats and small sail in, . ireiyhlers north 40 million .uouoi • 
Under the 1 billion kronor credit agreement oi lu4o .vweaen 
undertook to deliver bl> shins o whicn 4n wore to oe sfeox 


; ‘i shiny trawlers and 

«)0 to 

jf is esti lateu. fhui 

'.1th 

has been billed but v 

fat is 

i; p r u 1 c v 3 are no t a v a i i n. o 1 0 

The Soviets ir 

ive 00 

Swedish shipyards re; 

■;r; rain 


delivery of 


. i sh In,' 1 


I s O rT; I* (1 1. II • t j 1 0 S 0 V O O 3 0 1 3 9 U) 1 ^ U Pi 1 1 X 3 * 6 C 0 H t ll* 

>, 0^6 not bo 0)1 ui I linr to "oav buodish t-pIcos* Alioou^h fc.ri6 
Ses claiif that no reduction was nade, it neens likely that 
r , waller shipyards, facod with a uron in new orders, lay nave 
r.ade downward ad .in • treats in ‘heir -rices in orhor to <uose 
contracts. 

The Ctju ish ’oreryn Office estimates that the total yu sue 
ol* contracts so "nr closes, uni er the creo.it a- poei-iei* t is^ an 
aroxirntely oUO will ion kronor and that, since sone of these 
contracts will be cancelled oi re va s ed townward ana since oruy 
a few orders amear likely to mater inline, the 1 1 nrn .. 

oomri tied before expiration oi -die ncroewent m l«">x ‘/ill hQ v 
exceed 400 million kronor. Heretofore Swedish manufacturers 
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car intentionally to have sc< 
satisfactory delivery periods 


quotations idyll and stipulated 
for the purpose of discouraging 
iioviot orders. It non neons likely, hcu'cvcr, that vdth ’vices 
declining in the international Market, Sv/cdish nanuiacturcrs 
may solicit Soviet orders Much none vigorously. 


Den: -ark 


9 

Cj » 


Calories and cri s es 


The minority Danish Govern ent (Social Democratic )* 
which only recently avoiueu a cabinet crisis over South Seniosuig 
*ay face a governmental crisis on economic issues v:ith si»c-g 
seouent elections uhen the Iiigsdag (varlianent) reconvenes m 
October. The Government unofficially a< ants that a recent 
- na sr r e increasing the ocrmissiele butterfat cojitenu of i.iL-i 
for co isur.nt ion Iron 3.0 to 3«b percent ras passed to aT'eoal 
both to fanners and urban cocsi- .ers in order to ^ strengthen its 
position v/ith the doctorate should such a crisis occur. 

The Government has been gradually reducing the restrictions 
np consumer goods. Previous Measures have .not seriousiy ai- 
fectcd the recovery program; but it is esturted hat the annual 

increase in 
proxr-.ately 
-otential so 

34*5 Million. Since the dollar- cost . ^ , , AO 

■' butter is estimated at 



required to "rofuce 4,300 tons o 


‘2 Million 


ill ion, the ^rouosc.-d measure •:u.l in reality divert 
, ? JCA funds :''ron production lor export to proauction ior m* 


t crnal consu: '"tion • 




he Social Denocratic Government believes that the measure 
rill strengthen the position o f the government and favor -political 
stability by placating large segments o' the public, however. 



policy of recover;’- ’ ill be strengthened. 


Iceland 


3, Possible solution or Icel and^ political Impasse 


Iceland’s problem of an ineffectual coalition govern lent 
may be solved by a ^residential prorogation of the Althing 
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jpon uiQ request; or 
be mandatory uithin 


j/iie i' 


ij v ie 


us .air. 


lections would then 


7i70 LIQiftlliJ 


V X 


.e dissolution. 


have taken diametrically 


for the ore sent economic 


The parties -'onui?is the Gove rumen 
opposite views on the possible rone dies 
difficulties and a compromise has not been possible* There 
are throe solutions for the irauasse: 1) marking tine until after 
the renilarly scheduled elections next year; this course seem 
least likely, 2) withdrawal by one r.r more parties constituting 
the cabinet j this would precipitate elections and lias been 
threatened by the n ro£ress ive_\ > artj leaders as a nove to iri- 

prcro;;ation of the Althing by 
n s noiiticai expedient would relievo any oarty 


r <rove their party no sit 5 on, 3} 
the president; this political 


If A 


onus of causing the- resignation of the cabinet, 


U 

the nov-t desirable -oroce&r-.re 
of the Government parties . 


It: 


r an ires the unanimous consent 
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